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DESCRIPTION OF 
BUSINESS ACTIVITY IN THE 
LAST FISCAL YEAR 


Canadian Export Gas & Oil Ltd. and its two 
wholly-owned Subsidiary Companies carried out 
exploration and development of oil and gas 
properties both in Canada and abroad. 


In Canada, exploration expenditures were mainly 
concentrated in the home Province of Alberta 
and the frontier regions. Substantially all 
development expenditures were in Alberta. 


Outside Canada, exploration expenditures were 
higher than in previous years, mostly in the U.K. 
sector of the North Sea and the United States. 
There was only minor development expenditure, 
all in the United States. 


The Company participated in the drilling of 38 
wells, resulting in 3 oil discoveries, 5 gas 
discoveries, 8 development oil wells, 11 
development gas wells and 11 dry holes. 


Operations were entirely financed by internally 
generated funds and the Company was debt 
free throughout the year. Over 90% of the 
operating income was received from oil and 
gas sales in Alberta, the remaining income 
originating in the other Western Canadian 
Provinces. 


Copies of the Company's 1975 10-K Report, as filed with the United States Securities and 
Exchange Commission, will be provided without charge to any shareholder upon written 
request to the Secretary-Treasurer at the Company’s Head Office. 


HIGHLIGHTS - 1975 


*PRODUCTION: 
Oil and Gas Liquids — Annual 
— Daily Average . 
Natural Gas — Annual 
— Daily Average . 
Sulphur — Annual 


— Daily Average . 


EARNINGS: 
Gross operating income . i 
Working capital provided from operations . 
Per Share . eae 
Net earnings before income taxes . 
Per Share . 
Net earnings . 
Per Share . 


CAPITAL INVESTMENT: 
Exploration 
Development . 


WORKING CAPITAL . 


LAND HOLDINGS: 
Canadian - Gross acres 
Net acres 
Foreign —-— Gross acres 
Net acres 


. Barrels 


. Barrels 


. Billion Cubic Feet 
. Million Cubic Feet 


Long Tons 
Long Tons 


1974-75 1973-74 
680,120 742,613 
1,863 2,034 
9.795 9.697 

27 27 

19,315 19,717 

93 54 
SUA CaaS 
$3,905,000 $2,721,000 
48¢ 33¢ 
$2,688,000 $ 904,000 
33¢ Ake 
_$1,788,000_ _ $_551,000_ 
ee 1¢ 
$2,842,000 $2,718,000 
$1,406,000 $ 884,000 
$ 770,000 $1,015,000 
4,650,000 4,890,000 
2,188,000 2,345,000 
7,131,000 7,140,000 
1,189,000 1,730,000 


* The Company's share of production is reported before deduction of royalties. 1973-74 was previously shown net 
after royalties and has been restated for comparative purposes. 


ANNUAL MEETING 


The 1975 Annual General Meeting of shareholders will be held on July 24, 1975, at 2:15 P.M. at the Company’s 


Head Office, 736 - 8th Avenue S.W., Calgary, Alberta. 


Report to 
the Shareholders: 


HIGHLIGHTS 
e Oil discovered in Jurassic sands at North Sea 
well. 


e Two successful step-out wells extending Caroline 
oil field, Alberta. 

e Deeper pool gas discovery in the Viking formation 
at Hilda, Alberta. 

e Two gas discoveries in the Marten Hills area, 
Alberta. 


FINANCIAL 


As compared with last year, significant increases were 
recorded: 


1975 1974 Increase 
Gross Income...... $6,121,000 $4,095,000 50% 
Working capital provided 
from operations ... 3,905,000 2,721,000 44% 


1,788,000 551,000 3.2 times 


The $1,788,000 net earnings, equivalent to 22¢ per 
share, represents a 10% return on invested capital. 


Net Eamningseessncnemone 


PRODUCTION 


Oil and gas liquid production declined 8% and gas 
production increased 1% as compared to the previous 
year. In accordance with the practice of many Cana- 
dian companies, production figures are being pre- 
sented in this report on a gross working interest basis 
rather than net after royalty. This is because provincial 
royalty is not a fixed percentage but a variable related 
to fluctuations in price of gas and monthly deliveries 
of oil. For comparative purposes the total Company 
production is tabulated below. 


Barrels of Crude Oil and 


Natural Gas Liquids 1975 1974 Change 
GrossmBaltelSaeaaeeene 680,000 743,000 — 8% 
Less Provincial Royalties . 171,300 116,900 
508,700 626,100 
Oil & Gas Liquids Sales 
jOtalleDollarse eee $3,093,000 $2,267,000 +36% 
Per Gross Barrel... . $4.55 $3.05 
Per Gross Imp. Gallon . “130 .087 
Natural Gas 
Grossi MM C Ean eseenee 9,800 9700) == 1% 
Less Provincial Royalties 2,600 1,800 
Net MMCF......... 7,200 7,900 
Natural Gas Sales 
totale Dollars eae $2,769,000 $1,585,000 +75% 
plete (ees WIGE 6. coc .283 .163 


The gain registered over the previous year is due to 
the share of the increased prices received by the Com- 
pany after deducting Provincial royalty and Federal 
export tax from the ‘export price’’ which ranged be- 
tween $10.50 and $12.00 per barrel. 


As to natural gas price during the coming year, an 
increase is expected. At the fiscal year end, CEGO’s 
prices ranged from 27¢ to 67¢ per MCF. In May, 1975 
as the result of an arbitration award, TransCanada 
PipeLines has contracted to pay $1.15 per MCF effec- 
tive November 1, 1975, which price would apply to all 
CEGO’s gas production. The Federal Government has 
indicated that it may invoke recently enacted price- 
setting legislation to phase in this substantial price 
increase. 


Also in May, the Federal Government announced the 
price of gas exported to the United States will increase 
from $1.00 per thousand cubic feet to $1.40 on August 
1, 1975 with a further increase to $1.60 on November 1. 


These factors are expected to provide additional rev- 
enue benefits to the Company, but these cannot yet 
be accurately assessed until certain Federal Govern- 
ment policy clarifications are received. 


A Strachan Unit gas development well was success- 
fully completed and is now on production. A rail spur 
now being completed to the Strachan plant should 
allow for sulphur sales to begin in mid-summer. 


The Provost gas plant is now on production, and 
CEGO’s share of full capacity is 1.5 million cubic feet 
per day. 


Two successful development oil wells were completed 
at Caroline and four development wells were drilled 
at Twining, giving the Company an interest in eight 
wells in the latter field. 


In the Fort Worth Basin of Texas, the Company parti- 
cipated in drilling its first successful gas well, which 
is currently being completed. 


EXPLORATION 


CEGO participated in the drilling of 18 exploratory 
wells during 1974, resulting in 3 oil discoveries and 5 
gas discoveries. 


Three of the gas discoveries resulted from a drilling 
program undertaken in the Marten Hills and Hilda 
areas of Alberta. The two other gas discoveries were 
drilled by another company on a CEGO farm-out in 
the Saddle Lake area. 


Two of the oil wells were Viking step-outs extending 
the Caroline field. The third oil discovery was made in 
the Denver Basin of the United States. 


At year end the Zapata 21/2-1 well in the North Sea 
had reached the top of the Jurassic oil sand. The well 
has since reached total depth and flowed at the rate 
of 5,540 barrels per day from two zones. Additional 
drilling will be necessary to determine the commercial 
significance of the discovery. 


GENERAL 
During the past year, a great many factors have come 


into play in determining the future of the oil and gas 
industry in Canada. Increased royalty payments, tax 
increases, exploration incentives, price structures, 
export agreements and a host of others have tended to 
confuse and disorient the industry. Governmental 
agencies proclaim the necessity for vigorous explor- 
ation and development programs to find and develop 
more oil and gas reserves and at the same time by 
tax and other restrictive measures diminish the in- 
centives that would stimulate that result. Intelligent 
forward planning and programming becomes increas- 
ingly difficult. 


It is not CEGO’s intention at this time to address itself 
to the many arguments arising from past legislation 
affecting the industry, nor can we attempt to forecast 
what future legislation or regulations may dominate 
the horizons of the industry. It would seem obvious 
that new prices for gas should increase the Company’s 
gross income substantially in fiscal 1976, but it is 
impossible to predict how much of this will accrue 
to net earnings. 


Canadian Export Gas & Oil was formed as a Canadian 
exploration and production company and it is the 
Company’s intention that it continue to fulfill that 
role. Our main exploration effort in both manpower 
and investment will be directed within Canada, espe- 
cially to Alberta and frontier areas, hopefully to con- 
tinue CEGO’s 25-year successful exploration record. 


We intend to continue our prime efforts in developing 
Canadian energy supplies, in addition to continuing 
foreign activities where favourable economic and geo- 
logical conditions appear to exist. 


To its profound regret, the Company suffered the loss 
by death in July, 1974 of its President, A. F. Beck, after 
a short illness. Since 1954, when the Company was 
formed, it progressed under his direction from a 


struggling operation to the point where it was profit- 
able and free of debt and had acquired most of the 
prime prospects held today. He built a small but 
competent staff and directed an economical operation 
with enterprise and good judgment, the fruits of which 
are plain today. The Company is deeply indebted to 
“Gus” Beck. 


In August, 1974 the Board of Directors appointed Dr. 
Robert S. Moehlman of Houston, Texas as director and 
Chairman of the Board and Paul C. Evans of Calgary, 
Alberta as director, President and Chief Executive 
Officer. 


Mr. MoehIman is President of Newmont Oil Company, 
an office he has held since 1962. Newmont Oil Com- 
pany is a wholly-owned subsidiary of Newmont Mining 
Corporation which owns 19% interest in Canadian 
Export Gas & Oil Ltd. 


Mr. Evans has been with the Company since 1954 and 
was formerly Vice-President, Production. 


The Board of Directors would like to thank both the 
Company’s field and office staffs for their valuable and 
effective contribution to the progress of the Company 
during the past year. 


On Behalf of the Board, 


Pte fbn 


Robert S. Moehlman 
Chairman of the Board 


Paul C. Evans 
President and Chief Executive Officer 
May 29, 1975 


CEGO’s Management Group in session in 
the Company’s board room. They are, left 
to right, (standing:) Harvey M. Doyle, 
Manager of Engineering; John E. Hunter, 
Manager of Land and Contracts; and Harry 
R. Rudy, Exploration Manager. (Seated:) 
Derek N. Walker, Secretary-Treasurer; W. 
P. Hancock, Vice President, Exploration; 
and Paul C. Evans, President and Chief 
Executive Officer. 


Production 


Normal reservoir depletion and lower Alberta allow- 
ables in high productivity fields have combined to 
produce a decline in the oil and gas liquid production 
this year, aS compared to the previous 12-month 
period. 


Oil and gas liquid production was 680,000 barrels, 
compared to 743,000 barrels in 1974. Gas production 
was 9.8 billion cubic feet compared to 9.7 billion last 
year. 


In order to maintain maximum plant capacity, a de- 
velopment well was drilled in the Strachan field. This 
well flowed at a rate of 50 million cubic feet per day 
and was placed on production during the last quarter. 
CEGO is also participating in the construction of a 
railway spur line to the Strachan plant and it is 
anticipated sulphur sales will begin during the coming 
summer. 


Approximately 40% of the Company’s gas production 
comes from the Strachan field and the present con- 
tract price is 29¢ per thousand cubic feet. Pursuant to 
a contract amendment, the Company agreed to accept 
a price revision, effective November 1, 1975, to be 
determined by arbitration. The arbitrators have now 
fixed this price at $1.15 per thousand cubic feet. 
However, in recently enacted legislation the govern- 
ment has the right to intervene to revise this gas price. 


Two Viking development oil wells, in which the Com- 
pany has a 22% interest, were completed on the east 
side of the Caroline field and were placed on produc- 
tion in the last half of 1974. Your Company plans an 
active development program with four locations select- 
ed for immediate drilling. (see map page 7). 


In the Twining field, four development wells were 
drilled during the past fiscal year and were placed on 
production. CEGO now has a 10% working interest in 
eight producing wells in this field. 


The Provost Gas Plant has been completed and com- 
menced steady operation in December of 1974 follow- 
ing its connection to the Alberta Gas Trunk Line 
gathering system. The plant has a design capacity of 
5.6 million cubic feet per day and is currently being 
tested for performance. At full capacity CEGO’s share 
of daily production is 1.5 million cubic feet. 


At Hilda, an accelerated program which involves drill- 
ing fifteen wells, extending the gathering system and 
enlarging compression facilities has commenced and 
additional gas deliveries should start by the time the 
new gas prices become effective. 


In the Fort Worth Basin, Texas, the Company is partic- 
ipating in a drilling program to earn an interest in 
10,500 acres in blocks adjacent to the Lipan gas field. 
By year end, three wells had been drilled, one of 
which is being completed as a potential gas well after 
testing gas in excess of one million cubic feet per 
day. The other two wells encountered only minor gas 
shows and were abandoned. A fourth location has 
been prepared and drilling is currently in progress. 
The eventual interest to be earned by CEGO will vary 
from 1212% to 25%, depending upon the number of 
wells in which the Company participates. 
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GAS PRODUCTION 
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Oil & Gas Liquids Production by Fields 


Virden-Roselea, Man. . 
Florence-Carnduff, Sask. 

Swan Hills, Alberta . 

Big Valley, Alberta . 

Crossfield, Alberta 

Virginia Hills, Alberta . 
Northgate, Saskatchewan . 
Manyberries, Alberta j 
Browning-Willmar, Saskatchewan 
Swalwell, Alberta Fak 
Zama, Alberta. 

Meekwap, Alberta 

Strachan, Alberta 

Twining, Alberta . 

Caroline, Alberta . 

Other, Areas 


Gas Production by Fields 


Steveville . 

Bindloss 

Hilda. 

Sedalia . 

Wood River , 
Atlee-Buffalo-Jenner 
Countess-Duchess 

East Crossfield . . 
Crossfield Turner Valley 
Strachan ee 
FeMONes oo ow 6 fo 
Other Areas son) ee en 


(Barrels) 

1975 1974 1973 1972 
160,059 163,474 172,386 Ise 
38,386 44,834 54,783 60,761 
65,758 81,964 96,267 97,416 
68,072 85,298 79,237 52,261 
27,390 27,760 26,031 25,334 
20,282 21,734 25,297 25,451 
5,194 8,299 8,032 9,106 
ples 5 5) 12,300 11,923 8,342 
— 1,184 3,416 5,798 
4,064 3,282 3,016 3,326 
9,252 16,248 13,941 8,183 
34,780 58,807 41,559 34,914 
206,778 ZO Sil 148, 398 149, 180 
9,677 == aes == 
3,545 = = — 
15,528 16,118 10,384 11,631 
680,120 742,613 694,670 665,614 

(Billion Cubic Feet) 

1975 1974 1973 1972 
797 .960 1.146 1.362 
2.058 1.999 1.949 2.358 
1.846 1.597 1.590 1.789 
aha 501 492 .500 
.228 .254 .150 .164 
.104 .093 2w .128 
.125 .129 jlliste .072 
.082 .072 2 .124 
.050 .053 .055 .057 
3.736 3.979 4.357 4.979 
.096 = — — 
.162 .060 .104 .072 
9.795 9.697 10.209 11.605 


The above charts and tables report the Company’s share of production before deduction of royalties. 
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The Waage I! drilling rig, operated by Santa Fe International Corporation, on location in the North Sea. 


Exploration & Land 


Introduction 


During the past year the Company participated in a 
total of 18 exploratory wells. Of these, 11 were in 
Canada, six in the United States and one drilling at 
year end in the North Sea. Five of the wells were 
drilled under farm-out agreements at no cash cost to 
CEGO. Three oil and five gas discoveries resulted from 
this activity, for a total of eight productive wells. 


Geophysical studies and activities were carried out in 
both Canadian and foreign areas of exploration. Dur- 
ing the year, acreage acquisitions were made in 
Alberta, British Columbia, the northwestern United 
States, and in Texas. 


A decrease of net land holdings of some 700,000 acres 
resulted in large part from a decrease in CEGO’s 
interest in Kenya, under an exploration agreement with 
a major oil company. Selective surrender of unpro- 
ductive acreage largely within Canada accounted for 
most of the remaining reduction. 
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CANADA 

ALBERTA 

Caroline (see map below). 

In southwestern Alberta, CEGO participated in two 
successful step-out wells which extended the Caroline 
Viking oil field. With the first well, CEGO et al Caro- 
line 10-10-35-6 W5, the Company earned a 25% interest 
in 480 acres and a like interest was purchased in an 
adjoining 640 acres. 


The second well, CEGO et al Caroline 16-16-35-6 W5, 
was drilled on an adjacent farm-in block and earned 
CEGO a 124%2% interest in 320 acres with the option 
to earn a similar interest in another 320 acres. In 
addition, CEGO participated for a 25% interest in the 
purchase of a further 320 acres at a recent land sale. 


Marten Hills (see map below). 


At a government land sale in May of 1974, CEGO pur- 
chased a 372% interest in a 23,040-acre Natural Gas 
Licence in the Marten Hills area of North Central 
Alberta. Two gas wells have been successfully drilled 
on that licence, one of which was a dual zone dis- 
covery. Further drilling will be carried out during the 
next winter drilling season. 
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Exploration & Land (continued) 


Hilda 


A Viking gas discovery in the Medicine Hat field has 
been connected to the gathering system and current 
production is 2 million cubic feet per day. CEGO has 
a 100% interest in this well which is classified as a 
new field discovery and is therefore free of royalty for 
two years. 


Saddle Lake 


In the Saddle Lake area, a farm-out of the Company’s 
3343% interest in 18,000 acres was negotiated. To 
date, four wells have been drilled on the acreage by 
the farmee, resulting in two gas discoveries, one de- 
velopment gas well and one dry hole. The gas wells 
have now been shut in and are awaiting production 
pending gas sales negotiations. 


CEGO holds a 5% gross overriding royalty interest. 


British Columbia 


CEGO participated for 25% in the purchase of an 
18,437-acre permit in the Kotcho Lake area of north- 
eastern British Columbia. This permit is approximately 
seven miles northeast of the Devonian and Cretaceous 
gas production in the Kotcho Lake field. 


CANADIAN FRONTIER EXPLORATION 


Mackenzie Delta—Beaufort Sea (see map opposite). 


During the past year CEGO has continued its evalua- 
tion and correlation of the structures and stratigraphy 


of the West Beaufort permits with the drilled struc- 
tures of the Mackenzie Delta, based on the interpreta- 
tion of approximately 628 miles of seismic lines. These 
studies are continuing and are being supplemented 
by trade data acquired from nearby land holders. 


Drilling activity is being planned by others for the 
Beaufort Sea during 1976 and two proposed locations 
are shown on the accompanying map. CEGO has a 
50% interest in 824,000 acres in this area. 


Labrador (see map opposite). 


CEGO has an interest in 946,000 gross acres (412,000 
net) off the coast of Labrador. Two discoveries were 
made in this region during the 1974 drilling season. 
One of these wells, Gudrid H-55A, which lies approxi- 
mately 40 miles north of a 37,000-acre permit in which 
CEGO has a 50% interest, flowed gas at a rate of 20 
million cubic feet per day on tests from a depth of 
approximately 8,700 feet. The other well, Bjarni H-81, 
located approximately 30 miles south of a 36,000-acre 
permit in which CEGO has a 50% interest, resulted in 
a gas flow of 13 million cubic feet per day with con- 
densate from a depth of approximately 8,200 feet. 
Additional drilling is planned, by other companies, in 
this region during the coming summer with one loca- 
tion proposed approximately 20 miles west of a group 
of pete in which CEGO’s interest varies from 30% 
to oO. 


Hudson Bay 


CEGO holds a 50% interest in a 2,000,000-acre block in 
Hudson Bay. During 1974, CEGO participated in the 
Kenting Bayquest ’74 seismic program, which has now 
been completed on that acreage. To the south of the 
Company’s block, two wells were drilled and aban- 
doned by other operators. 
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Foreign Exploration 


NORTH SEA (see map) 


The first well, Zapata 21/2-1, on Company interest 
acreage in the northern portion of the North Sea, was 
spudded in the latter part of the past fiscal year. On 
May 20, 1975, the well had reached total depth of 
13,938 feet and casing was cemented to 13,611 feet. 
Subsequently, two zones were perforated in the Jur- 
assic sands and these zones flowed at a combined 
rate of 5,540 barrels per day. The result of these flow 
tests together with current and proposed seismic data 
and further drilling will be required to gauge the 
commercial potential of the block. CEGO has a 10% 
interest in this well and the 54,000-acre block on which 
it was drilled. 


UNITED STATES 


Denver Basin 


CEGO is participating in a 10-well drilling program in 
areas close to existing production. Six of the wells 
were drilled in the past fiscal year, five of these being 
abandoned as dry holes. 


The other well has been completed as a potential oil 
discovery. CEGO plans to drill an offsetting location to 
this well. 


Texas Offshore 


On July 30, 1974, CEGO participated in a successful 
bid on the Brazos A-52 block, amounting to 5,760 acres 
located 45 miles offshore in 150 feet of water. CEGO 
holds a 5% interest. The block is immediately west of 
the Brazos A-53 block, which sold in May of 1974 for 
$21.3 million. 


Future plans are dependent on the result of drilling 
activity by others. 


KENYA 


A major oil company has undertaken to conduct a 
seismic survey and if warranted, drill an exploratory 
well. On completion of this program CEGO will retain 
; 167% interest in the 6.6 million acre oil prospecting 
icence. 
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Land Holdings 


Canadian and Foreign 
April 30, 1975 


CANADIAN 

Alberta 

Saskatchewan 

Manitoba 

British Columbia 

Northwest Territories . 

East Coast . a Raines 
Mackenzie Delta (Beaufort Sea) . 
Hudson Bay 


TOTAL CANADIAN . 


FOREIGN 

North Sea . 
Kenya 

Italy ; 
United States . 
TOTAL FOREIGN 


GRAND TOTAL 


ROYALTY AND MINERAL INTERESTS 
Alberta : 

British Columbia 

Saskatchewan 

Manitoba 


TOTAL ROYALTY AND MINERAL INTERESTS . 


Gross 
Acres 


Net 
Acres 


617,807 —-247,167 
2,306 635 
1,370 1,370 
152,466 —-81,195 
52,976 6,622 
946,347 412,094 
824,638 412,319 
2,052,430 1,026,215 
4,650,340 2,187,617 

285,000 28,500 
6,600,000 — 1,100,000 

169,100 42,260 

76,544 18,041 

7,130,644 1,188,801 
11,780,984 3,376,418 

112,416 

51,487 

41,371 

8,173 
213,447 
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Auditors’ Report to the Shareholders 


PEAT, MARwIcCK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 


2600 - 500 FOURTH AVENUE S.W. 
CALGARY, ALBERTA 


We have examined the consolidated balance sheets of Canadian Export Gas & Oil Ltd. and sub- 
sidiaries as at April 30, 1975 and 1974 and the consolidated statements of earnings, retained 
earnings and changes in financial position for the years then ended. Our examination included 
a general review of accounting procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
Company and subsidiaries as at April 30, 1975 and 1974 and the results of their operations and 
the changes in their financial position for the years then ended, in accordance with generally 
accepted accounting principles applied on a consistent basis after giving retroactive effect to 
the change in the method of accounting for deferred income taxes as explained in Note 4. 
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Canadian Export Gas & Oil Ltd. and subsidiaries 


Consolidated Statement of Earnings 


Years ended April 30, 1975 and 1974 


OPERATING INCOME: 
Crude oil and gas liquids sales . 
Natural gas sales . 
Royalty income 
Sulphur sales . 


GROSS INCOME 

Less production expenses 
NET PRODUCTION INCOME . 

Deduct administrative and general expenses . : 
OPERATING PROFIT BEFORE THE FOLLOWING . 


OTHER CHARGES, net: 


Share transfer and other shareholder expenses. . $ 78,000 
Acreage rentals on non-producing properties. . . 164,000 
Dry holes and abandoned properties. . . .. . 1,198,000 
1,440,000 
Deduct miscellaneous income. ........ 109,000 
EARNINGS BEFORE PROVISIONS . 
PROVISIONS: 
Depletion 411,000 
Depreciation 333,000 
NET EARNINGS BEFORE INCOME TAXES . 
INCOME TAXES (Note 4): 
Current 3 eee ee aie eo, 725,000 
DCTCT CC mmm tRRr Er Pe tno tee ete eg 175,000 


NET EARNINGS . 
EARNINGS PER SHARE (Note 7) . 


1975 


$ 3,093,000 
2,769,000 
250,000 
9,000 


ASR 6,121,000 
930,000 
5,191,000 
428,000 
4,763,000 


1,331,000 
3,432,000 


744,000 
2,688,000 


900,000 


$ 1,788,000 
$ 22 


a 


Consolidated Statement of Retained Earnings 


Years ended April 30, 1975 and 1974 


Retained earnings, beginning of year . . . 
Adjustment for deferred income taxes (Note A) . 


Net earnings for’ year’. 
RETAINED EARNINGS, END OF YEAR . 


See accompanying notes. 


1975 
$ 4,806,000 


4,806,000 
1,788,000 
$ 6,594,000 


1974 


2,267,000 
1,585,000 
230,000 
13,000 


4,095,000 


801,000 
3,294,000 
462,000 
2,832,000 


67,000 
170,000 
1,164,000 


1,401,000 

126,000 
1,275,000 
1,557,000 


422,000 
231,000 


653,000 
904,000 


353,000 
353,000 
951,000 


eee 


07 


ae, 


1974 
7,146,000 
2,891,000 
4,255,000 

551,000 
4,806,000 
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Canadian Export Gas & Oil Ltd. and subsidiaries 


Consolidated Balance Sheet 


April 30, 1975 and 1974 


ASSETS 


CURRENT ASSETS: 
Cash and deposit receipts 
Short term investments, at cost 


Marketable securities, at cost (quoted market 
value $255,000; 1974—$86,000) . 


Accounts receivable . 


TOTAL CURRENT ASSETS . 


REFUNDABLE DEPOSITS AND INVESTMENTS, at cost 


(Note 2) . 


PROPERTY, PLANT AND EQUIPMENT, at cost 
(Notes 1 and 3) 


Less accumulated depletion and depreciation . 


$24,798,000 


8,063,000 


1975 1974 
$ 14,000 531,000 
— 500,000 
256,000 92,000 
2,914,000 919,000 
2,784,000 2,042,000 
415,000 507,000 
21,935,000 
7,500,000 
16,735,000 14,435,000 


$19,934,000 


16,984,000 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable and accrued liabilities . 


Income taxes payable . 
TOTAL CURRENT LIABILITIES . 
DEFERRED INCOME TAXES (Note 4) . 


SHAREHOLDERS’ EQUITY: 
Capital stock (Note 5): 


Shares of a par value of 1624 cents each. 
Authorized 12,000,000 shares; 
Issued 8,168,577 shares . 


Contributed surplus . 


Retained earnings 


Approved on behalf of the Board: 
PAUL C. EVANS, Director 


JOHN DRYBROUGH, Director 


$ 1,362,000 


6,434,000 
7,796,000 


6,594,000 


See accompanying notes. 


1975 


$ 1,789,000 


225,000 


2,014,000 
3,530,000 


14,390,000 


$19,934,000 


1974 


1,027,000 


1,027,000 
3,355,000 


1,362,000 


6,434,000 
7,796,000 


4,806,000 
12,602,000 


16,984,000 
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Canadian Export Gas & Oil Ltd. and subsidiaries 


Consolidated Statement of Changes in Financial Position 


Years ended April 30, 1975 and 1974 


SOURCE OF WORKING CAPITAL: 
Net earnings 
Add charges against earnings ener requiring 
a current outlay of working capital: 
Deferred income taxes . 
Depletion and depreciation . : 
Dry holes and abandoned properties . 


WORKING CAPITAL PROVIDED FROM OPERATIONS : 


Decrease in work obligation deposits 
WORKING CAPITAL PROVIDED . 


DISPOSITION OF WORKING CAPITAL: 
Exploration: 
Land acquisition and exploration surveys 
—Canadian . eae eee ae 
— Foreign . 


Wildcat and stepout driling 
—Canadian . 
— Foreign . 


Increase in work obligation deposit 
—Canadian . : ; 
Development and other Snenditnres 
Purchase of producing Pope ie. 
—Canadian . : 


Drilling and paella af ells 
—Canadian . 
— Foreign . 


Gas gathering systems, plants ant miccotentoce 
—Canadian . ; Se rae dee 


WORKING CAPITAL USED . 


DECREASE IN WORKING CAPITAL . 
Working capital at beginning of year 
WORKING CAPITAL AT END OF YEAR . 


See accompanying notes. 
SOURCE OF WORKING CAPITAL 


OTHER SALE OF PROPERTIES PROVIDED FROM CURRENT DI T 
Oo 0 oO YEAR'S OPERATIONS Gil veveLopmen 


5 5 


MILLIONS OF DOLLARS 
MILLIONS OF DOLLARS 


1971 1972 1973 1974 1975 1971 


16 


1975 


$ 1,788,000 


175,000 
744,000 
1,198,000 


3,905,000 


98,000 


4,003,000 


522,000 
913,000 


452,000 
955,000 


629,000 
144,000 


633,000 


4,248,000 


245,000 
1,015,000 


$ 770,000 


DISPOSITION OF WORKING CAPITAL 


@ FUNDS ON HAND AT BEGINNING OF YEAR oO LONG TERM BORROWING oO FUNDS NOT USED IN CURRENT YEAR 


1973 1974 


1974 
551,000 
353,000 
653,000 
1,164,000 
2,721,000 


2,721,000 


1,085,000 
69,000 


641,000 
380,000 


43,000 


602,000 


128,000 


154,000 


3,602,000 

881,000 
1,896,000 
1,015,000 


[I LONG TERM DEBT RETIREMENT 


1975 


Canadian Export Gas & Oil Ltd. and subsidiaries 


Notes to Consolidated Financial Statements 


April 30, 1975 and 1974 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


Principles of Consolidation 


The consolidated financial statements include the accounts of all of the Company’s sub- 
sidiaries, each of which is wholly-owned. 


Petroleum and Natural Gas Properties 


Costs of all oil and gas rights and exploration costs are capitalized when acquired. When 
undeveloped rights and costs are proven to be productive the accumulated cost is trans- 
ferred to the producing oil and gas account and charged to earnings by an annual provision 
for depletion calculated on an area basis on the unit of production method based on the 
estimated recoverable oil and gas reserves. When such rights and costs are surrendered in 
an area the accumulated costs are charged against earnings. All costs of drilling wells 
are initially capitalized. If, on completion, a well is not capable of commercial production, 
its cost is immediately written off. The costs of successful wells are depleted on the unit 
of production method in the same manner as the costs of developed oil and gas rights. 


Depreciation 

Lease and well equipment, gas plants and pipelines are being depreciated on the unit of 
production method; other assets are being depreciated on the declining balance method at 
rates varying from 20 to 30 percent, which rates are estimated to amortize the costs over the 
useful lives of the assets. 


Income Taxes 
The company follows the tax allocation basis of accounting for all timing differences between 
net earnings and taxable income (see Note 4). 


2. INVESTMENTS: 


During 1974 the company converted a 5% convertible floating charge debenture in the amount 
of $300,000 in Bluewater Oil & Gas Limited into 500,000 common shares of that company. 
The investment is carried at a net cost of $159,000 in the accompanying balance sheet and 
at April 30, 1975 and 1974 market value of these shares was $1,125,000 and $2,000,000 re- 
spectively. Owing to the number of shares involved, the market value is not necessarily in- 
dicative of the value that the company would receive if the shares were to be sold. 


3. PROPERTY, PLANT AND EQUIPMENT: 
April 30, 1975 


Accumulated 


Assets Depletion and 
at Cost Depreciation Net 
Productive petroleum and natural gas properties . $13,687,000 4,716,000 8,971,000 
Undeveloped petroleum and natural pee aA : 4,167,000 — 4,167,000 
Lease and well equipment. . . : 2,382,000 1,697,000 685,000 
Gas plants and related facilities . 4,326,000 1,555,000 2,/71,000 
Other Gr eee eee Ss 236,000 95,000 141,000 
$24,798,000 8,063,000 16,735,000 
April 30, 1974 
Accumulated 
Assets Depletion and 
at Cost Depreciation Net 
Productive petroleum and natural gas properties . $12,602,000 4,370,000 8,232,000 
Undeveloped petroleum and natural gas pia : 3,106,000 — 3,106,000 
Lease and well equipment . oe : 2,264,000 1,722,000 542,000 
Gas plants and related facilities . 3,781,000 1,322,000 2,459,000 
Other Me, ee aoe. oe 182,000 86,000 96,000 
$21,935,000 7,500,000 14,435,000 


LY, 
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INCOME TAXES: 


For income tax purposes the company may claim tax depreciation and exploration, develop- 
ment and lease acquisition costs which exceed the related amounts charged to expense in 
the financial accounts. For the year ended April 30, 1974 sufficient tax depreciation, explor- 
ation, development and lease acquisition costs were claimed to eliminate taxable income. 


Prior to 1974, the company provided for deferred income taxes on timing differences between 
depreciation charged against earnings and tax depreciation claimed. Effective May 1, 1973, 
the company retroactively adopted the tax allocation basis of accounting for income taxes de- 
ferred as a result of amounts claimed for drilling and exploration costs in excess of depletion 
and abandonment charges. Under tax allocation, deferred taxes are provided to the extent 
that current income taxes have been reduced by claiming tax depreciation and exploration, 
development and lease acquisition costs in excess of the related depreciation, depletion and 
abandonment charges provided in the financial statements. Retroactive adoption of the tax 
allocation basis of accounting for income taxes resulted in an additional cumulative provision 
for deferred taxes of $2,891,000 at May 1, 1973 and a corresponding reduction in previously 
reported retained earnings. 


In March, 1975 the Government of Canada amended the Income Tax Act with certain of these 
amendments being retroactive to May 6, 1974. Some of the Provinces have announced their 
intention to provide rebates which will offset the increased income taxes resulting from these 
amendments. The 1975 income taxes have been estimated on the basis of these proposals 
with a resultant decrease in income taxes of approximately $666,000. 


CAPITAL STOCK: 


At April 30, 1975, the company has reserved 100,000 shares of its capital stock for stock 
options to employees as follows: 


No. of Shares Option Price Date First Exercisable Expiry Date 

5,000 $4.50 September 10, 1972 December 10, 1976 

33,000 3.50 June 19, 1973 September 19, 1977 
3,000 4.15 April 2, 1974 July 2, 1978 

20,000 3.20 September 17, 1973 December 17, 1978 
5,000 4.15 October 22, 1973 January 22, 1979 
5,000 2.30 November 1, 1975 February 1, 1980 

29,000 


Authorized to be granted by the President until June 1, 1976 at the market 
100,000 price per share on the date of the grant. 


All options are exercisable one fifth each year on a cumulative basis. In 1974 options on 
23,000 shares expired. In 1975 options on 5,000 shares were granted. 


REMUNERATION PAID TO DIRECTORS AND SENIOR OFFICERS: 


Remuneration paid during the year to directors and senior officers amounted to $162,000 
(1974—$160,000). 


EARNINGS PER SHARE: 


Earnings per share are calculated using the weighted average number of shares outstand- 
ing during the respective fiscal years. Fully diluted earnings per share are not presented as 
there would be no material change. 


MARKET AND DIVIDEND INFORMATION 
Principal Market: |The Toronto Stock Exchange 


Other Markets: American Stock Exchange 
Midwest Stock Exchange 

Sales price per share First Second Third Fourth 
on principal market Quarter Quarter Quarter Quarter 
Year ended April 30, 1975 

High RE aa Day Oo Fee cea ee $3.40 3.10 2.65 3.09 

EG Wee es as Rh oh ae $2.30 170 155 fates) 
Year ended April 30, 1974 

CE BSI lee es ae ae ak ee ee $3.75 4.35 4.55 310 

BOW Set ee ee ee es ee $2.90 3.10 200 2.80 


Dividends: No dividends have been paid to date. 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE 
CONSOLIDATED STATEMENTS OF EARNINGS 


The following commentary is intended to supplement information given elsewhere in this 
report concerning the reasons for significant variances in items of income and expense in 
the two most recent annual earnings statements compared with the previous year. 


1974-1975 


Whereas gas production increased marginally, oil production was 8% lower. Therefore the 
$2,026,000 (49%) increase in gross income was almost entirely due to higher sale prices for 
oil and gas. 


Production expenses increased $129,000 (16%) mainly because of inflationary increases in 
the cost of labour, services and supplies. 


Additional investment of approximately $700,000 in plant and equipment was reflected in 
an increase of $102,000 (44%) in the provision for depreciation. 


Substantially increased earnings were mainly responsible for income taxes increasing 
$547,000 (155%). Further information about income taxes is given in Note 4 to the Consoli- 
dated Financial Statements. 


1973-1974 


An increase of 7% in oil production was partially offset by a drop of 5% in gas production. 
Therefore only a modest part of the $781,000 (25%) increase in gross income was attribut- 
able to increased production, the main factor being increased prices for both oil and gas. 


Production expenses increased $79,000 (11%) due partly to nonrecurring workover costs on 
some of the older oil fields in Alberta but mostly to an overall increase in operating costs 
induced by inflation. 

Approximately half of the $89,000 (24%) increase in administrative and general expenses 
represented increased salary and employee benefit costs and the other half was due to 
higher legal and professional fees. 

Acreage rentals on non-producing properties were $22,000 (15%) higher than in the previous 
year in spite of a slight decrease in the Company’s net acreage. Rental rates may vary 
according to the type of land holding and in some cases there is no rental obligation and 
acreage is kept in good standing by the performance of exploratory work. 

The charge for dry holes and abandoned properties increased $471,000 (68%). These write- 
offs may fluctuate from year to year and are not related to or dependent upon other items 
of income or expense. The Company’s accounting policy with respect to the treatment of 
property costs is fully explained in Note 1 to the Financial Statements. 


Miscellaneous income went up $52,000 (74%) mainly because of increased interest earned 
on the investment of short-term surplus funds. 

Deferred income taxes were $78,000 (28%) higher, reflecting a corresponding increase in the 
pre-tax earnings. 
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MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


Ten Year Statistical Summary 
1966 —75 


Gross Operating in 


Net Earnings Before Extraordinary Items 


66 67 68° 69 70 71 72 73 74 75 


Working Capital 


66 67 68 69 70 71 72 73 74 75 


PRODUCTION:* 


Oil—Anntial ®t ia el nero eee ree Barrels 
Daily “Average [2205 ., clases seem Barrels 
Gas—ANn tial eee Billion Cubic Feet 


Daily Average. ....... 


Sulphur—Annuial 2 eee eee Long Tons 
Daily "Average 2 oe nea Long Tons 
EARNINGS: — ; ; I 
Gross operating income less royalties paid 
ProdtictionexpenSes mene.) ewe tenn meennr mene 
Administrative and general expenses ....... 
Share transfer and other shareholder expenses . . 
Acreage rentals on non-producing properties . $ 
Interest and miscellaneous, net.......... $ 
$ 
Working capital provided from operations 
before current income taxes ......... $ 
Dry holes and abandoned properties. ....... $ 
Other non-cash charges or (income) net. ..... $ 
$ 
Earnings before provisions |... a9-)-a.an mene $ 
Depletion and depreciation ............ 
Net earnings (loss) before income taxes . $ 
Income taxes—current ............... $ 
deferred 2223... eee $ 
Net earnings (loss) before extraordinary items. $ 
Extraordinary items—gain—net of deferred taxes 
Netsearnings: «a2 Scr cet ene ro $ 
CAPITAL STRUCTURE: 
Number of shares outstanding........... 
Shareholders’ equity 2.7. a) -0 sone eee nes $ 
Funded debt ts. 2)... 0. ieee eee $ 
Bank-and other loamSecmssecmeiecmracnene i nme $ 
Deferred: income taxes 2 ys.) nna eee $ 
(Working capital) or deficiency. .......... 
Total capital employed ............. $ 
CAPITAL INVESTMENT: — 
Fixed assets, net—beginning of year....... $ 
Exploration) expendituresie enna enn $ 
Developments expenditures = 20>) -u.u earner $ 
(Abandonments, provisions and adjustments, net) $ 
Fixed assets, net-—end of year. .......... $ 
Deferred charges, unamortized........... $ 
Other non-current ‘assets' = 57225 9) eee 
otal capital invested imme meena meme nen 
SIGNIFICANT RATIOS: 
Net earnings to gross earnings. .......... % 
Working capital provided from operations 
to gross’ earnings’. 1.2.5. ynckceee ate ee ee % 
Operating expenses to gross earnings. ...... % 
Net earnings return on capital invested. ..... % 
Working capital provided from operations 
per-share .2 200.0375! 67 See eee ¢ 
Net earnings before extraordinary items per share ¢ 
Netrearingss persShareicn mcmama enon ¢ 


WELLS DRILLED—GROSS (NET): 
Exploratory—Oil 9 22 20)" 2 en ec ee 


Ve OI? Wy. Ooms iy i OOF Oo 


Gas (ee wie et Cees, ems 
Dry ss 2 r -S) SC ene ee 


Total wells drilled. .5...°2..45 <0 


Total footagevdrilled| assem eae enn 
LAND HOLDINGS: 

Canadian—Gross acreage ............. 
Net acreage sas ciea5 ee eet 
Foreign—Gross acreage 
Net. acreage: #2. .4 Saou eres 

OWNERS AND EMPLOYEES: 
Number of <shareholdersimansmcm:scmcmememsnemrenn- mene: 
Numbertof emplovyeesmermssmcncn aime mmr 


*Production is reported before deduction of royalties. 


Million Cubic Feet 


$ 


$ i 


$ f 
$ 


1975 1974 973 1972 IVAN 1970 1969 1968 1967 1966 
680,120 742,613 694,670 665,614 558,930 565,824 SZ AS bbs 592 495,413 470,034 
1,863 2,034 i903 1,824 15531 1550 1,405 1,413 1,357 1,288 
o7/95 697, 10.209 11.605 Sill 8.141 8.342 7.880 8.247 4.541 
27 27 28 32 22 22 23 22 23 26 
19,315 WE) Y/ 21,046 24,739 6,559 4,626 3,498 — = eas 
53 54 5 68 18 13 10 — — = 
6,121,000 4,095,000 3,314,000 3,496,000 2,477,000 2,419,000 2,420,000 2,290,000 2,259,000 2,337,000 
930,000 801,000 722,000 711,000 679,000 582,000 540,000 538,000 498,000 518,000 
428,000 462,000 373,000 342,000 297,000 278,000 253,000 281,000 264,000 224,000 
78,000 67,000 65,000 70,000 90,000 98,000 73,000 110,000 124,000 74,000 
164,000 170,000 148,000 206,000 249,000 186,000 221,000 190,000 175,000 216,000 
(109,000) (126,000) (39,000) 59,000 61,000 94,000 89,000 147,000 180,000 133,000 
1,491,000 1,374,000 1,269,000 1,388,000 1,376,000 1,238,000 1,176,000 1,266,000 1,241,000 1,165,000 
4,630,000 2,721,000 2,045,000 2,108,000 1,101,000 1,181,000 1,244,000 1,024,000 1,018,000 1,172,000 
1,198,000 1,164,000 693,000 964,000 398,000 469,000 317,000 157,000 515,000 498,000 
— — —_ —- 8,000 10,000 10,000 10,000 10,000 10,000 
1,198,000 1,164,000 693,000 964,000 406,000 479,000 327,000 167,000 525,000 508,000 
3,432,000 1,557,000 1,352,000 1,144,000 695,000 702,000 917,000 857,000 493,000 664,000 
744,000 653,000 642,000 720,000 492,000 523,000 521,000 557,000 591,000 638,000 
2,688,000 204,000 710,000 424,000 203,000 179,000 396,000 300,000 (98,000) 26,000 
725,000 —— — — — — — — = — 
175,000 353,000 275,000 174,000 37,000 74,000 143,000 111,000 (33,000) 9,000 
900,000 353,000 275,000 174,000 37,000 74,000 143,000 111,000 (33,000) 9,000 
1,788,000 551,000 435,000 250,000 166,000 105,000 253,000 189,000 (65,000) 17,000 
— — 46,000 96,000 178,000 114,000 — — 2,371,000 — 
1,788,000 551,000 481,000 346,000 344,000 219,000 253,000 189,000 2,306,000 17,000 
8,168,577 8,168,577 SHIM O7/7/- sh AMSKsei/7/ ts} tS 7/7/ 8,166,677 8,141,944 8,059'944 7,919,769 7,828,394 
14,390,000 12,602,000 12,051,000 11,570,000 11,224,000 10,874,000 10,553,000 9,583,000 8,976,000 6,438,000 
— — — — = 111,000 453,000 707,000 1,033,000 1,284,000 
— —- — 515,000 835,000 142,000 498,000 580,000 1,661,000 1,768,000 
3,530,000 3,355,000 3,002,000 2,727,000 2,487,000 2,410,000 2,254,000 2,111,000 2,000,000 812,000 
(770,000) (1,015,000) (1,896,000) (516,000) 176,000 (118,000) (535,000) (765,000) (1,233,000) 135,000 
17,150,000 14,942,000 13,157,000 14,296,000 14,722,000 13,419,000 13,223,000 12,216,000 12,437,000 10,437,000 
14,435,000 12,707,000 12,280,000 12,832,000 11,496,000 10,624,000 8,922,000 8,112,000 8,500,000 8,185,000 
2,842,000 2,718,000 1,527,000 1,015,000 1,015,000 93,000 2,096,000 1,009,000 515,000 692,000 
1,406,000 884,000 294,000 247,000 1,529,000 844,000 741,000 494,000 654,000 569,000 
(1,948,000) (1,874,000) (1,394,000) (1,814,000) (1,208,000) (965,000) (1,135,000) (693,000) (1,557,000) (946,000) 
16,735,000 14,435,000 12,707,000 12,280,000 12,832,000 11,496,000 10,624,000 8,922,000 8,112,000 8,500,000 
ae — — 1,549,000 1,574,000 1,608,000 1,649,000 1,690,000 1,729,000 1,768,000 
415,000 507,000 450,000 467,000 316,000 315,000 950,000 1,604,000 2,596,000 169,000 
17,150,000 14,942,000 13,157,000 14,296,000 14,722,000 13,419,000 13,223,000 12,216,000 12,437,000 10,437,000 
29 i} 3 Wf 7 4 10 8 — 1 
64 66 62 60 44 49 Dill 45 45 50 
22 Si 33 30 39 36 33 36 34 SZ 
10 - 4A 4 2 2 2 2 2 19 — 
48 33 25 26 14 14 Is) iS 13 15 
22 7 5 3 2 1 3 2 == = 
22 7 6 4 4 3 3 2 29 = 
3 (1.0) 2 (0.1) 2 (0.4) 1 (0.3) me (ee) 2 (0.2) 2 (0.5) — (— 3 (1.0) 3° (15) 
5 (1.8) 3 (0.8) 3} (58) 3) (22) (O22) Ih (LA) 3) (Qc) 4 (0.8) (O23) il {((@¥s)) 
9 (2.8) 16 (4.7) 19 (4.9) ZOn(5: 0) 9 (0.9) 115121) 125(2.9) 6 (—) 14 (2.5) 12 (4.8) 
8 (0.9) 2 (0.1) — (—) il (@s8) 3 (0.6) 2, (0.7) iL (3) 2 (O27) 6 (2.0) 9 (4.1) 
ay (3.3) 2 (1,0) — ie ean) 2 (0.3) 4 (0.5) 14 (9.2) 3 (0.8) 3. (2.5) 2 (2.0) 
2 (1.0) — (—) — (—) i (@2) 10:2) 1 (—) il (A) — (—) il (@e5) Side) 
38(10.8) 25 (6.7) 24 (6.1) 28 (8.3) 16nd) 21 (2.6) 33(14.0) 15 (2.3) 28 (8.8) 30(14.1) 
195,000’ 161,000’ 134,000’ 128,000’ 129,000’ 178,000’ 177,000’ 75,000’ 126,000’ 129,000’ 
4,650,000 4,890,000 5,323,000 5,525,000 6,006,000 6,530,000 5,365,000 2,159,000 2,221,000 2,698,000 
2,188,000  27345,000 2.494'000 2,486,000 2,638,000 2,728,000 3,264,000 703,000 1,105,000 2,042,000 
7,131,000 7,140,000 7,026,000 285,000 —_ = —— aa — = 
1,189,000 1,730,000 1,702,000 29,000 — = — =F; — — 
12,107 11,94 INES V2 y7, 12,584 10,433 9,134 8,992 8,586 7,790 
29 731 31 31 31 32 33 33 33 37 
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REPORT 


OCTOBER 
31st-1975 


TO THE SHAREHOLDERS: 


Financial 


For the six months ended October 31, 1975, 
the Company’s income and earnings, compared 
with the same period in 1974, were as follows: 


1975 1974 
Gross incomes). 2 $3,775,000 $2,629,000 
Net earnings before 
income taxes’.°./.% 23175,000 1,256,000 
Net earnings <2... 1,530,000 766,000 
Net earnings per share 19¢ 9¢ 


Working capital provided from operations was 
$2,372,000 compared with $1,755,000 in 1974. 


Production & Development 


Gross oil and gas liquid production was 
349,909 barrels for the six months ended October 
31, 1975, compared to 335,854 barrels for the 
corresponding period of 1974. The increase in 
production was due primarily to our new produc- 
tion from the Caroline Field. Gross gas production 
was 4.731 billion cubic feet for the report period, 
compared to 4.846 billion cubic feet in 1974. 


Additional compressor capacity is being in- 
stalled in the Hilda area to handle increased gas 
production from fourteen new Medicine Hat sand- 
stone wells that have been connected to the 
gathering system. 


Two more Viking oil wells, Caroline 6-21 and 
1-16 have been completed and are pumping to our 
centralized battery. CEGO now has an interest 
varying from 1242% to 25% in eight producing 
wells in the Caroline Field. Our development 
program is now finished in this area. 


The rail facilities are now completed to the 
Strachan Gas Plant and the sale of liquefied sul- 
phur has commenced. 


CEGO, with an interest of 614 %, is participat- 
ing in two Cardium development wells in the 
Ricinus Area of southwestern Alberta. The first 
well is currently being production tested and the 
second well is drilling below 5,500 feet with pro- 
jected total depth being approximately 9,100 feet. 


CANADIAN EXPO 


Two additional Milk River gas producers were 
completed in the Hilda area. These wells have 
been connected to the gathering system. CEGO’s 
interest is 25%. 


The sales price of all CEGO’s natural gas in- 
creased to approximately ninety-five cents per 
MCF effective November 1, 1975. Prior to this 
increase our gas sales price varied between twenty- 
seven and sixty cents. It will be necessary to await 
the legislation of “The Natural Gas Pricing Agree- 
ment Act” by the Alberta Legislature to determine 
the exact price an Alberta producer will receive. 
All legislation will be retroactive to November 1, 
1975 and the gas sales price will remain relatively 
constant until June 30, 1976 when oil and gas 
prices will be redetermined. 


Oil and Natural Gas Liquids and 
Gas Production 


(Gross) 
Six Months 
Ended October 31 
19751974 
Oil and Natural Gas 
Liquids — Barrels. .... 349,909 335,854 
Average per day — Barrels . 1,902 1,825 
Gas Sales - MMCF..... 4,731 4,846 
Average per day - MMCF . 26 26 
Exploration 


Exploration — Canada 


A southeast offset to the CEGO et al Shouldice 
6-12 Bow Island gas discovery encountered an 
oil show in the Basal Mannville Sands and casing 
was set to permit further evaluation. The well is 
currently being production tested and has earned 
CEGO a 25% interest in an additional 1,280 
acres. A second well, a northwest offset to 
Shouldice 6-12, was dry and abandoned and 
earned CEGO a 25% interest in 1,280 acres. 


The deeper pool test in the Hilda area, in Lsd. 
7-19-17-3 W4M, encountered gas in the Bow 
Island which production tested at the rate of 500 
Mcf per day on restricted chokes. 


A 12,000 acre Gas Licence adjoining the 
Brazeau Mississippian gas field in south-central 


a 


r GAS & OIL LTD. 


Alberta was purchased at the August 21st sale for 
a bonus of 2.73 million dollars. The initial test, 
Decalta et al Brazeau 6-3-46-12 WS5M, is cur- 
rently drilling at a depth of 7,100 feet, and fur- 
ther drilling is anticipated to evaluate the gas 
licence. The company interest is 10%. 


In the Marlboro area, west of Edmonton, a 
farmee is currently drilling a Woodbend Reef 
test below 11,300 feet towards an estimated total 
depth of 12,500 feet. Upon completion of the 
well, CEGO’s net interest will be 5% in the 1,760 
acre farmout. 


At Retlaw, an exploratory well in Lsd. 6-6- 
12-17 W4M was production tested and sub- 
sequently abandoned as non-commercial in the 
Lower Cretaceous sands. 


Exploration — Foreign 


CEGO is currently drilling a second exploratory 
well on North Sea block 21/2. Zapex 21/2-2, 
6 km. east and north of the oil discovery was 
spudded September 29, 1975 and on October 31 
had reached a depth of 10,500 feet. The well will 


be drilled to a depth of approximately 14,000 
feet. 


The seismic program in Kenya is progressing 
satisfactorily and should be completed by the end 
of November. 


A four well program in the Denver Basin has 
been completed. No commercial production was 
encountered. 


The Company is participating in an exploratory 
test in the North Park Basin, Colorado. The well, 
located in SE/NE Sec. 30 TION R74 W, Jackson 
County, spudded October 10 and was nearing 
objective horizon at the end of the month. 
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Paul C. Evans 


President and 
Chief Executive Officer 


November 25, 1975 


CONDENSED STATEMENT OF EARNINGS 


Oil, gas and sulphur sales, less royalties 
Royalty income . +t eee 


GROSS INCOME teed’ 
Production, administrative and general expenses . 
OPERATING PROFIT . 


Dry holes and abandoned properties 
Acreage rentals and miscellaneous, net . 


EARNINGS BEFORE PROVISIONS . 
Provision for depletion and depreciation ; 
NET EARNINGS BEFORE INCOME TAXES 


Income taxes: 
Current . 
Deferred 


NET EARNINGS 


Net earnings per share . 


1,359,000 747,000 2,563,000 


Quarter Ended Six Months Ended 


October 31 October 31 
1975 1974 1975 1974 
$2,042,000 $1,255,000 $3,661,000 $2,500,000 
60,000 69,000 114,000 129,000 
2,102,000 1,324,000 3,775,000 2,629,000 


352,000 502,000 708,000 791,000 


1,750,000 822,000 3,067,000 1,838,000 


322,000 22,000 370,000 176,000 
69,000 53,000 134,000 83,000 


1,579,000 
199,000 162,000 388,000 323,000 


1,160,000 585,000 2,175,000 1,256,000 
312,000 ae 561,000 = 
52,000 229,000 84,000 490,000 


$ 796,000 $ 356,000 $1,530,000 $ 766,000 


10¢ 4¢ 19¢ o¢ 


The above statement has not been audited and is subject to year-end adjustment. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


SOURCE OF WORKING CAPITAL: 
Net earnings 
Add charges against earnings not requiring 
a current outlay of working capital: 
Deferred income taxes 
Depletion and depreciation . 


Dry holes and abandoned properties . 


WORKING CAPITAL PROVIDED FROM OPERATIONS . 


DISPOSITION OF WORKING CAPITAL: 
Exploration: 
Land acquisition and exploration surveys 
Wildcat and stepout drilling . 


Increase in work obligation deposits . 


Development: 
Drilling and equipment of wells 


Gas gathering systems, plants and miscellaneous, net . 


WORKING CAPITAL USED . 


INCREASE IN WORKING CAPITAL 
Working capital at beginning of period . 


WORKING CAPITAL AT END OF PERIOD . 


The above statement has not been audited and is subject to year-end adjustment. 


Six Months Ended 


October 31 

1975 1974 
$1,530,000 $ 766,000 
84,000 490,000 
388,000 323,000 
370,000 176,000 
2,372,000 1,755,000 
433,000 736,000 
524,000 199,000 
20,000 11,000 
918,000 57,000 
446,000 131,000 
2,341,000 1,134,000 
31,000 621,000 
770,000 1,015,000 
$ 801,000 $1,636,000 


